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Abstract 
Cognitive maps influence organizational strategic behaviors by guiding the perceptions of key 
decisions makers. This paper empiricaflv examines these maps in small business leaders who 
have the ability to strongZv influence an organization's attributes and actions. Results 
demonstrate that fv.!o distinct and polar orientations develop .[i-om small business leaders' 
se!f identity with their organization, overall assessments of" external stakeholders, and general 
perceptions of the environment. The strategic implications of these findings suggest that small 
business leaders should be mind/id of their own viewpoints and biases since they can greatly 
influence organizational behaviors and subsequent performance. 
INTRODUCTION 
Small businesses often operate in highly 
turbulent and uncertain environments. In 
such environments, top managers and 
entrepreneurs leading these small businesses 
tend to place the complex stimuli into more 
simplified mental frameworks, such that 
interpretation and comprehension can occur 
(Hambrick & Mason, 1984; Starbuck & 
Milliken, 1988). This type of simplification 
process is termed sensemaking, which " ... is 
about such things as placement of items into 
frameworks, comprehending, redressing 
surprise, constmcting meaning. interacting in 
pursuit of mutual understanding. and 
patterning" (Weick, 1995:6). Cognitive maps 
result from sensemaking activities and aid 
27 
managers in understanding and coping with 
multiple situations in complex business 
environments (Weick & Bougon, 1986). 
These maps essentially guide strategic 
decision making concerning the actions or 
behaviors of their respective organizations 
by establishing simplified views of the 
organization itself, the organization's place 
among key stakeholders, and the state of the 
organization's environment (Jackson, 2000; 
Stubbart, 1989). 
Association or identification with the 
organization is especially significant in the 
development of the strategic cognitive map. 
which we define here as a belief system 
about an organization and its approach to 
dealing with strategic issues. Strong 
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identification often occurs with org-
anizational leaders because they tend to take 
ownership in the organization in which they 
operate (Dutton, Dukerich & Harquail, 
1994 ); this is especially true in smaller 
organizations. So, when an organizational 
member is in a strong position to impact the 
organization's actions and attributes, that 
member can influence organizational 
sensemaking among other organizational 
members and therefore impact subsequent 
strategic behavior. Thus, small business 
leaders ultimately influence organizational 
behavior through the enactment of their 
cognitive maps. This relationship becomes 
more relevant within increasingly ambig-
uous and complex business settings that 
demand faster and more copious decisions. 
This paper questions if small business 
leaders' cognitive maps can demonstrate a 
discernable pattern that links different 
perceptions of the organization from a 
strategic point of view. The primary issue of 
interest is, therefore, concerned with the 
conceptual maps or frameworks that exist 
among small business leaders and how they 
relate to their overall perceptions of 
organizational strategic behavior. We test 
this by analyzing several hypotheses 
regarding three basic strategic concept-
ualizations made by leaders concerning their 
organizations: I) the small business leaders' 
view of their own organization, 2) the small 
business leaders' view of the key external 
stakeholders associated with his or her 
organization, and 3) the small business 
leaders' view of the overall task en-
vironment in which the business operates. 
These conceptualizations form the basis for 
the cognitive maps and were chosen to 
provide a multi-level conceptualization of 
the situational factors at play in determining 
strategic behavior. 
Similar cognitive views of organizations 
have been established (e.g., Weick & 
Bougon, 1986), but little empirical work 
exists that focuses on the cognitive maps that 
leaders have of their respective organizations 
and their position within the environment. In 
response, we empirically test these 
perceptual components and their relationship 
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to the overall perceived strategic behavior of 
small organizations. 
COGNITIVE MAPS 
Small business leaders develop a strategic 
cognitive map concerning their organization 
through perceptions of three primary 
forces-the individuals that make up the 
organization, external stakeholders, and the 
broader industry or environment (Covin & 
Slevin, 1991; Russell, 1999; Zahra, 1991 ). 
While these influences each independently 
impact strategic behavior in an objective 
fashion, they also are subject to inter-
pretation by the individual and tend to create 
reinforcing mental frameworks. The 
following sections focus on these cognitive 
map components and their relationship to 
externally-oriented strategic behaviors dis-
cussed as "defending" and "prospecting". 
We begin by establishing these strategic 
behavior classifications and their relevance 
to this study. Then, we develop hypotheses 
regarding the relationship of each map 
component to the strategic behaviors. These 
hypotheses lead to the development and 
analyses of two competing models. 
Strategic Organizational Behavior 
Schendel and Hofer ( 1979: 11) discussed 
strategic management as "[dealing] with the 
entrepreneurial work of the organization, 
with renewal and growth, and more 
particularly, with developing and utilizing 
the strategy which is to guide the 
organization's operations." This definition 
treats strategy as involving two primary 
problems, the concern with growth, renewal 
and entrepreneurial work and the concern 
with organizational operations. Miles and 
Snow ( 1978), in a similar fashion, consider 
organizational strategies, structures and 
processes as patterns of behaviors dealing 
with two confines, identified as the 
entrepreneurial problem and the engineering 
problem. Of their four types, the defenders 
and prospectors are said to be the extremes 
of behaviors and traits involving en-
gineering and entrepreneurship, respect-
ively. Defenders are those organizations that 
demonstrate behaviors that are low-risk, 
operating in a narrowly focused domain, and 
Reproduced with permission of the copyright owner.  Further reproduction prohibited without permission.
Journal o(Small Business Strategv 
concentrating primarily on max1m1zmg 
efficiency. Prospectors, on the other hand, 
are higher-risk, organic firms that actively 
seek new opportunities in an open domain. 
Related studies support these two basic 
strategic orientations and suggest a 
conservative to entrepreneurial continuum 
that has shown to be a useful construct in 
understanding strategic behavior (e.g., Covin 
& Slevin, 1989; Miller & Friesen, 1984; 
Porter, 1980). Therefore, following this 
precedent, but keeping with the Miles and 
Snow ( 1978) terminology, the following 
hypothesized relationships between cog-
nitive map components and organizational 
behaviors are discussed using the en-
gineering and entrepreneurial terms of 
"defending" or "prospecting" strategic 
behavior. 
Organizational Strategic Identity 
Leaders establish perceptions regarding their 
organization's identity based on what they 
believe are unique and enduring about the 
organization in relation lo strategic decision-
making. The traits or attributes that seem to 
be associated with the organization itself are 
identified and used to characterize it. The 
processing and interpretation of information, 
although actually done by individuals, is 
often observed at the organizational level, 
especially when convergence among 
members occurs or when strong leadership is 
present. 
This convergence allows the members of the 
organization to develop collective cognitive 
systems and memories (Daft & Weick, 
1984 ). The development of these cognitive 
systems and memories creates strong and 
clear beliefs on which organizational leaders 
base their reasoning for the purpose of the 
organization and as explanations for strategic 
actions. Once this conception of the 
organization has fonned, how other 
organizational members perceive the 
organizational entity-particularly the 
organization's top managers-is tenned 
identity. 
An organization's identity has an impact on 
interpretations of issues and it motivates 
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decision-makers to act on those 
interpretations. However, other members' 
perceptions of the organization do not 
always coincide, especially during turbulent, 
unstable, or ambiguous periods. Leaders' 
beliefs and perceptions concerning org-
anizational identity, although not always the 
same as other members or even the collective 
majority, are often articulated as such to 
ultimately become the recognized collective 
identity (Albert & Whetten, 1985; Kramer, 
1991 ). This is especially true in smaller 
organizations or when one person (i.e., the 
entrepreneur) is held up as the key decision 
maker. 
On this basis, we suggest that strategic 
identities can develop such that organi-
zational members will largely identify with 
an engineering orientation and/or an 
entrepreneurial orientation. Strategic ident-
ity is given as a comprehensive term that 
indicates an organization's self-identified 
propensity to make choices and decisions in 
a certain manner (Els back & Kramer, 1996 ). 
Therefore, our first two hypotheses reflect 
this identity and its specific relationship to 
organizational strategic behavior. 
HI: An entrepreneurial identity is posit-
ively related to prospecting stra-tegic 
behaviors. 
H2: An engineering identity is positively 
related to defensive strategic be-
haviors. 
Stakeholder Perceptions 
The second primary influence on small 
business leaders' strategic cognitive maps is 
their perception of key external stake-
holders. Mason and Mi troff ( 1981) and 
Freeman ( 1984) emphasize the influence of 
external organizations, where due to their 
stake in the decisions and actions of the focal 
organization, may attempt to influence 
decisions and actions towards their own 
interests. Similarly, Pfeffer and Salancik 
( 1978) support the contention that 
organizational acceptability and its activities 
are "judged" by external organizations and 
that the focal organization may influence 
acceptability for itself through power and 
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manipulation. Therefore, the stakeholder 
perceptions that are received by key decision 
makers (whether they are "real" or not) will 
influence the strategic behavior of the 
organization in regards to those stake-
holders. 
Perceptions of power and control are largely 
derived from an organization's dependence 
on stakeholders with the environment to 
provide needed resources (Freeman, 1984; 
Pfeffer & Salancik, 1978). However, 
perceptions of this dependence may also be 
shaped by the organizational categories that 
are most important to individuals during 
decision making and social interaction 
(Kramer, 1991 ). As discussed previously, 
interpretation enters in as the cognitive 
information processing that occurs prior to 
action. Since interpretation must take place 
(Daft & Weick, 1984), interpretation on 
issues of power must occur. 
Power is the ability to affect organizational 
outcomes (Mintz berg, 1983 ). Thus, percep-
tions of stakeholders who have, or can 
potentially gain, power can have a significant 
impact on organizational strategic behavior. 
Two critical assessments about stakeholder 
power are generally made (Blair & 
Whitehead, 1988; Freeman, 1984). These 
include assessing the stakeholder's I) 
potential to threaten the organization, and 2) 
potential to cooperate with the organization. 
Potential for threat is defined here as the 
perceived likelihood and capability of a 
stakeholder to act in some way that is 
detrimental to the organization. Co-
operation, on the other hand, is the perceived 
likelihood and capability of a stakeholder to 
act in a supportive manner that can enable 
the organization to better manage its 
environment. The image of both the potential 
for cooperation and the potential for threat 
are based on two primary issues: 1) the 
perceived dependence of the organization on 
that stakeholder, and 2) the relevance of an 
issue to both parties. 
Thus, the following hypotheses are derived 
in relation to the strategic behaviors of 
prospecting or defensive behavior due to 
overall perceptions of opportunity or threat. 
30 
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HJ: Cooperative assessments of key ex-
ternal stakeholders are positively 
related to prospecting strategic be-
haviors. 
H4: Threatening assessments of key ex-
ternal stakeholders are positively 
related to defensive strategic be-
haviors. 
Environmental Perceptions 
Because environmental conditions often 
have a large impact on organizational 
performance, and behaviors and strategies 
(Dess & Beard, 1984; Miller & Friesen, 
1984 ), perceptions of the environment and 
the uncertainty associated with current and 
future states of the environment can greatly 
influence strategic cognitive maps. 
Dess and Beard (1984) suggested three 
dimensions of the environment which can 
have an influence on organizational 
strategies; these dimensions include 
munificence, dynamism, and complexity. 
However, complexity is not examined here 
for two reasons: 1) it is often defined 
according to environmental heterogeneity, 
which is irrelevant in a single industry study, 
and 2) it has shown to remain relatively 
constant and become salient only as an 
organization diversifies (Sutcliffe, 1994 ). 
Therefore, complexity only indirectly affects 
organizational information processing 
through structural mechanisms, which are 
controlled for in this study of small 
businesses only. Given these arguments and 
following previous works regarding 
executive perceptions (e.g., Sutcliffe, 1994 ), 
the two factors of munificence and 
dynamism will be considered here. 
Munificence is considered to be the extent to 
which continued growth is supported by the 
industry environment (Castrogiovanni, 
2002). Dynamism, on the other hand, is 
described as an issue of overall 
environmental change or instability. 
Changing and dynamic environments often 
require adaptation, based on reevaluation of 
situations, to maintain or gain competitive 
advantage (McGee & Shook, 2000). 
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It at first seems that perceptions of 
munificence will likely support growth and 
entrepreneurial actions, while dynamism, as 
an agent of instability will foster more 
apprehensive movements and actions. 
However, Miller and Friesen (1984) 
demonstrate that a positive relationship 
exists between innovative activities and 
dynamic environments, while Zahra ( 1991) 
argues that dynamic, hostile, and 
heterogeneous environments intensify 
entrepreneurial activities. Utterback (1994) 
also supports this outlook arguing that 
dynamic environments stimulate firms to 
take advantage of emerging market 
opportunities as well as to pre-empt rivals. 
Thus, given previous studies' findings, and 
again in relation to strategic behavior, the 
following hypotheses suggest that 
perceptions of dynamism will support 
increased levels in both forms of strategic 
behavior (prospecting and/or defensive), 
while munificence will foster complacency 
and reduced levels of strategic activity. 
H5: Perceptions of munificence in the en-
vironment are negatively related to 
more prospecting strategic behaviors. 
H6: Perceptions of munificence in the en-
vironment are negatively related to 
more defensive strategic behaviors. 
H7: Perceptions of dynamism in the en-
vironment are positive~v related to 
more prospecting strategic behaviors. 
H8: Perceptions of dynamism in the en-
vironment are positive~v related to 
more defensive strategic behaviors. 
MODELING 
Based on the hypotheses addressed above, 
two models (i.e., cognitive maps) are 
proposed as parsimonious explanations for 
certain organizational strategic behaviors 
regarding the cognitive perceptions of small 
business leaders. Control variables are 
included in the functions as well, although 
specific expectations regarding their 
relationship to organizational strategic 
behavior are not specifically addressed. The 
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proposed functional relationship for both 
forms of strategic behavior is as follows: 
Prospecting Behavior =f(jEntrepreneurial 
Identity, j Cooperative Stake-holders, t 
Munificent Environment, j Dynamic 
Environment, Control Var-iables) 
Defending Behavior = f ( j Engineering 
Identity, j Threatening Stakeholders, t 
Munificent Environment, j Dynamic 
Environment, Control Variables) 
DAT A AND METHODS 
The sample consists of 570 firms located 
throughout the U.S. All firms come from a 
single industry-the health care industry-
but these data also represent a sub-segment 
of the industry through restriction to a single 
organization type. This single organization 
type-the physician medical group-is 
utilized so that a relatively homogeneous set 
of undiversified organizations is obtained. 
Further, the health care industry is of 
particular use in this study because identity, 
image, and perceptions are of particular 
concern to knowledge-based service 
institutions where the services provided are 
the primary competitive advantage and asset. 
Also, medical group leaders are forced to be 
highly discretionary in their sensemaking 
due to the general complexity and 
uncertainty of the health care industry but do 
have the context-specific knowledge that is 
considered to be a essential antecedent for 
successful entrepreneurship (McCline, Bhat 
& Baj, 2000). 
These data were originally collected with a 
questionnaire delivered to the single key 
person within the organization-the top 
manager or CEO, of which many were also 
physicians. The original response rate was 27 
percent, but this secondary sample is 
composed of only 570 of the initial 865 
respondents because of our limitations to 
small firms, which we define as less than or 
equal to I 00 physician full-time equivalents 
(FTEs). The medical groups ranged in size 
from three FTE physicians to I 00 FTEs, with 
most firms being very small in size (less than 
IO FTEs). The use of FTE physicians is the 
industry's accepted measurement of size and 
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is more appropriate for medical groups than 
some of the more commonly used variables 
such as total employees, amount of sales, or 
size of capital investment used by 
researchers. Descriptive stat1st1cs, cor-
relations, and reliability alpha scores for the 
utilized variables can be seen in Table 1. 
Strategic Identity Variables 
The variables used to determine strategic 
identity were taken from a portion of the 
questionnaire arranged in scales ranging 
from Strongly Disagree ( 1) to Strongly 
Agree (5), with the exception of one question 
which ranges from Low Risk and Moderate 
Return (1) to High Risk and High Return (2). 
These questions (seen in Table 2) are based 
on the strategic orientation dimensions 
utilized by Tan and Litschert ( 1994 ). Means 
of five responses were each then taken to 
produce a single scaled variable representing 
an engineering or entrepreneurial identity; 
any missing values were replaced with the 
group mean. 
Stakeholder Perception Variables 
The variable used as "Threat Perception" is 
derived from the question, "What is the 
potential of each stakeholder to threaten your 
organization?" This question was scaled 
from Very Low (1) to Very High (5) and 
independently measures the threat potential 
of four different external stakeholder groups. 
These four key external stakeholders include 
1) Hospitals, 2) Competitors (other Medical 
Groups), 3) Managed Care Organizations, 
and 4) Integrated Delivery Systems/ 
Networks. One might expect that the various 
types of external stakeholders would elicit 
differentiated responses. However, as 
evidenced by the alpha scores shown in 
Table 1, we find that respondents simplified 
their sensemaking to view external 
organizations rather broadly. As such, a 
single combined variable is used in the 
model testing to give an overall variable that 
indicates stakeholder image in terms of 
potential to threaten. In this way, an overall 
perception of key external stakeholders as 
more or less threatening could be tested. 
32 
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A similar variable was used for "Cooperation 
Perception" and is scaled identically to the 
stakeholder threat construct. It independently 
measured the cooperative potential using the 
same four stakeholder groups as before and 
also using a mean score to give an indication 
of an overall perception of the stakeholders' 
potential to cooperate. 
Environment Variables 
The two categorizations used in this study 
for the environment include munificence and 
dynamism (i.e., turbulence). The dynamism 
variable was arranged in a 7-point scale 
where respondents were asked to circle the 
number that best characterizes the external 
environment of their respective organization. 
Endpoints were labeled "Stable" ( 1) and 
"Turbulent" (7). The second variable was 
taken from the approximated percentage of 
managed care in the region, as reported by 
the respondent. Previous work in the health 
care industry supports the use of managed 
care as a proxy for environmental 
munificence because increased levels of 
managed care alter reimbursement patterns 
and restrict patient care (e.g., Trauner & 
Chestnutt, 1996). Because managed care in 
the mid- l 990s was often seen as 
undermining the ability of physician 
organizations to operate independently, we 
expect that the less managed care influenced 
in the region, the more munificent the 
perception. Thus, percentage scores were 
inverted to give a proxy for environmental 
munificence. 
Organizational Strategic Behavior 
Variables 
The final key variables used in this study are 
the strategic behaviors exhibited by the 
organization. Similar to the stakeholder 
perception constructs, actions regarding the 
four key external organizations were used to 
represent the overall strategic behaviors of 
the organization. These questions differ 
however, because they ask for strategic 
actions taken in regards to each of the four 
external stakeholders. 
R
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Table I - Descriptive Statistics and Correlation Coefficients• I~ 
..., 
::: 
Cl 
--Cl 
Variables Mean StdDev I 2 3 4 5 6 7 8 9 IO 11 12 ~ I 1. Entrepreneur l.dentity 3.000 .66 1 (.64 1) t:l ::::: 
I 2. Engineer Identity ti;, 3.514 .663 .389*** (.670) :::: 
"' 
13. Threat Perceptions 
~· 
2.922 .928 -.045 -.106* (. 753) 13; 
"' 
14. Cooperaton Perceptions 3.128 .773 .078t .099* .063 (.721) ~ ~ 
Is. Minifecence (log of l/%MC) b 28.345 23.531 ~ .028 -.035 -.125*** -.030 
16. Dynamism 4.630 1.684 -.013 -0.152*** .280*** .026 -.102* 
17. Prospecting Behavior 2.061 .753 .094* .026 .232*** .228*** -.072t .164*** (.675) 
t3 I Is. Defending Behavior 2.356 .955 .088* .078 .329*** .047 -.073t .215*** .636*** (.825) 
19. Size (log # FTEs) b 19.103 21.011 -.031 -0.092* .115** -.027 -.031 .091 * .256*** .161 *** 
I 10. Academic Practice .104 .306 -.061 -.201 *** .117** .091 * .024 .041 .113** .026 .141 *** ~ I 11 . Gender of Respondent .528 .500 .020 -.005 -.060 .071 .045 .057 .028 -.007 -.055 -.047 --- :-._ 
°' 12. Age of Respondent 45.030 7.317 -.019 .000 -.059 -.068 .024 -.045 -.095* -.137*** .047 -.060 .009 --- ~ 
" Standardized Beta Coefficient (2-tailed significance) ._ 
I b Descripti ve given prior to transformation Vi .., ~-
I tp =. IO C'3 :::: 
I *p = .os :: :: 
I **p = .01 ~ "-' 
c::> 
I ***p =.001 ~ 
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Table 2 - Questions Used for Strategic Identity Construct Development 
Entrepreneur Identity Construct: 
I. We are wi lling to sacrifice short-term profitability for long-term goals. 
2. In making strategic decisions, we constantly seek to introduce new services or new 
products . 
3. Whenever there is ambigui ty in government regulation, we will move proactively to try 
to take a lead. 
4. We search for big opportunities, and favor large, bold decisions despite the uncertainty 
of their outcomes. 
5. In making strategic decisions, we tend to focus on investments that have high risk and 
high return (rather than low risk and moderate return) . 
Engineer Identity Construct: 
I. In making strategic decisions, we emphasize planning techniques and information 
systems. 
2. In analyzing situations, we evaluate possib le consequences thoroughly and obtain 
alternatives. 
3. We seek oooortunities that have been shown to be promising. 
4. We emphasize the use of cost control systems for monitoring performance. 
5. We constantly modify our operating systems and technology to achieve efficiency. 
For both the prospecting strategic behav iors 
and the defending strategic behaviors, the 
mean responses from the four reference 
stakeholders were used. The stakeholders 
include I) Hospitals, 2) Competitors (other 
Medical Groups), 3) Managed Care 
Organizations (MCOs), and 4) Integrated 
Delivery Systems!Networks (IDS!Ns) . 
The prospecting behavior construct was 
taken from the question, "To what extent 
does your organization spend time and other 
resources to involve each of the following 
stakeholders in your decision making?" 
Responses were scaled from Very Lillie (I) 
to Very Great (5). This variable was to 
represent an outgoing and opportunistic 
pattern of external activity . The defending 
behavior was utilized for its focus on defense 
and was similarly scored with the question 
slightly altered to read, 'To what extent does 
your organization spend time and other 
resources to defend itself against potentially 
threatening actions from each of the 
following stakeholders?" Each of these 
constmcts serves as a proxy for the overall 
strategic behaviors of the organization. 
Control Variables 
Before empirically testing and analyzing the 
hypotheses discussed above, additional 
factors that may influence the relationship 
34 
must be addressed. By controlling for 
potentially influential factors, a more 
accurate assessment and interpretation of the 
data can be done . Organizational context 
variables and individual respondent 
characteristics have been known to play a 
significant role in many similar studies. 
Organizational Size. Competitive behavioral 
differences between large and small 
organizations have shown to exist, even 
within a common industry (Chen & 
Hambrick, 1995). Therefore, we include size 
as a control variable, even though our sample 
is already restricted to smaller organizations. 
Again, the size of the organization was 
determined in the study by the number of 
full-time-equivalent (FTE) physicians in the 
medical group. The FTE measurement 
variable does not directly demonstrate the 
actual number of persons working in the 
medical group, which may be five to seven 
times as large as the total number of FTEs; 
this is due to the administrative and support 
personnel (e.g .. nurses, receptionists) needed 
for each additional FTE physician. 
Academic Practice. Organizational type, 
independent of size, may also have an impact 
on perceptual differences. To examine this, 
we look at differences between academic 
practices and those not associated with an 
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academic-based medical school. While most 
academic practices are large and exhibit 
similarities to large firms, academic practices 
exhibit differences great enough in and of 
themselves to warrant separation from the 
size characteristic. Approximately 15 percent 
of the respondents indicated that their 
organization was an academic practice. 
Respondent Characteristics. Two respon-
dent characteristics are included in the 
analyses as control variables: gender and 
age. Gender is included because differences 
exist among men and women in leading and 
managing behaviors. Further, their choice 
and execution of competitive strategy may 
reflect differences in belief structures or 
cognitive maps (Walsh & Fahey, 1986). 
Similarly, the age of the respondent has the 
potential to impact decisions and strategic 
orientations because values and attitudes 
tend to differ with age. 
RESULTS 
The hypotheses were tested using stepwise 
regression analyses to determine if the 
influencing factors proposed for each 
organizational strategic behavior related to 
the dependent variables in the expected 
ways. Stepwise regression was used to 
facilitate an unbiased choice on the part of 
the researchers and to parsimoniously 
account for the possible influence of the 
many independent variables. The results of 
the stepwise regressions demonstrate that the 
hypotheses were generally supported; these 
results are shown in Table 3 and discussed in 
the following paragraphs. 
We hypothesized that entrepreneurial 
identity (Hypothesis I), cooperation potential 
(Hypothesis 3), environmental dynamism 
(Hypothesis 5), and environmental mun-
ificence (Hypothesis 7) would serve as 
predictors of prospecting behavior; three of 
the four variables were found to support the 
stepwise-derived model. In addition to 
entrepreneurial identity, cooperation poten-
tial, and dynamism, a threat perception is 
also positively related, but munificence is 
not. Perhaps when considering "involving" 
another organization in any alliance or joint 
effort, the potential for threat becomes more 
35 
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prevalent and needs increased attention from 
organizational leaders. Blindly trusting on 
the basis of cooperative potential may be 
somewhat one-sided. Alternatively, increases 
in threat potential may force organizations to 
ally themselves with others for power and 
protection, so that collaboration with some 
stakeholders becomes a way of defending 
against others. Also, the lack of significance 
with the munificence variable may 
demonstrate that active strategic behaviors 
are only pursued when munificence is only 
moderate or uncertain. In other words, if 
resources are not readily available, 
prospecting may be a way to procure those 
resources needed for organizational survival. 
For defending strategic behavior, our 
hypotheses were largely supported as well. 
Engineering identity (Hypothesis 2), threat 
potential (Hypothesis 4 ), and environmental 
dynamism (Hypothesis 8) demonstrated 
positive relationships. However, as with 
prospecting behavior, munificence showed 
no significant relationship. Thus, Hypothesis 
6 is not supported. 
Organizational size, as with many studies in 
management and entrepreneurship, proved to 
be very influential. Results show that with 
increased organizational size, the level of 
strategic behavior of both types increased. 
This seems to suggest that larger 
organizations, perhaps, are more able to 
influence their external stakeholders and 
more actively pursue prospecting and 
defensive strategies. Very small organi-
zations may be more reactionary or selective 
in their strategic behaviors. 
Similarly, the age of the respondent is 
negatively related to taking action. Perhaps 
younger leaders have more risk tolerance, 
and thus are more open to taking strategic 
actions in regard to their external stake-
holders. 
Overall, the hypotheses were largely 
supported by the analyses. Only Hypotheses 
5 and 6, which argued for a negative 
relationship between Munificence and the 
strategic behaviors, were not supported. 
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DISCUSSION & CONCLUSIONS 
A two-dimensional split in cognitive 
mapping by small business leaders is 
demonstrated. Within each model, an overall 
pattern or cognitive map seems to exist. An 
entrepreneurial identity, outlook of the 
environment as dynamic, and perception of 
stakeholders in terms of their potential for 
cooperation are each related to more 
prospecting firm behaviors. Essentially, this 
entrepreneurial dimension presents a more 
positive. assertive, and optimistic perspect-
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ive. However, a perception of threat from 
external stakeholders is also an important 
aspect of this cognitive map, while 
munificence is not. The second model 
demonstrates that an engineering identity, 
dynamic environment perceptions, and a 
perception of stakeholder threat are related to 
more defending behaviors. This dimension 
exhibits a more negative, protective, and 
foreboding perspective by the small business 
leader. 
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Given these patterns, it seems that leaders of 
small businesses do develop cognitive maps 
of their organization and its place among 
stakeholders and the environment. 
Additionally, these maps are related to the 
overall strategic behaviors of the 
organization. Generally, small business 
leaders seem to be either 'negativists' or 
'positivists' in their production and utili-
zation of cognitive maps, specifically in 
regard to organizational strategic issues. This 
seems to support recent theories and 
empirical studies on opportunity recognition, 
which show that opportunity-friendly or 
threat-dominated cognitive structures 
develop based on the perceptions of 
constructed opportunities, or lack thereof, 
and perceptions of desirability and feasibility 
(Krueger, 2000). 
Of course, limitations in the data and 
methods exist, which restrict the 
generalizability of these findings. A key 
limitation in this study is the unavailability 
of variables that may have an impact on the 
dependent variables or serve as confounding 
variables. Primarily, it is difficult to account 
for institutional forces or regional forces that 
may impact the behavior of organizations. 
Since we are focusing on managerial 
perceptions, we can only sunnise that these 
perceptions actually impact decisions that, in 
tum, impact behavior. By focusing only on 
perceptions, we do not explicitly take into 
account these other forces, but we emphasize 
the single sector and industry as controlling 
for most of these external forces. 
Additionally, since all data used here come 
from a single questionnaire, there may be 
measurement error attributable to the method 
rather than the constructs. 
Despite these limitations, we feel the 
findings reflect real mapping styles exhibited 
by small business leaders. One related 
theoretical perspective that may lend support 
and insight into these findings is regulatory 
focus theory (Higgins, I 998). Regulatory 
focus theory (RFT) has recently been 
suggested as a useful theory in the 
entrepreneurial process literature because it 
utilizes two key orientations-promotion and 
prevention-to account for entrepreneurial 
success (Brockner, Higgins & Low, 2004). 
37 
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Promotion-focused orientations tend to 
produce more alternatives to problems 
through creativity and invention (Brockner et 
al., 2004), be more open to change 
(Liberman et al., 1999), and value speed and 
quantity of output (Forster, Higgins & 
Bianco, 2003). In contrast, prevention-
focused orientations value stability, feasi-
bility assessments, quality, and diligence 
(Brockner et al., 2004; Forster et al., 2003). 
Generally speaking, RFT suggests that each 
orientation is more useful than the other in 
different situations, but that the presence of 
both types of focus in an entrepreneurial 
endeavor leads to the best chance of success. 
Clearly, the bipolar findings of this study 
seem to mirror some of the postulations put 
forth by Higgins and colleagues regarding 
RFT (e.g., Brockner et al., 2004; Forster et 
al., 2003; Higgins, 1998). So, what we 
previously discussed as positive or negative 
cognitive maps may be a direct reflection of 
the promotion- and prevention-focused 
orientations of RFT. However, the internal-
ization of RFT may limit such labels to the 
individual level, rather than the strategic 
perceptions of the organization. Therefore, 
the transfer process of individual-level 
psychological orientations to organizational 
identity and environmental perceptions 
becomes a key area for future research. Some 
research in this area has already taken place. 
Crossan and colleagues have recently applied 
organizational learning theories and 
perspectives to strategic leadership and 
cognition (e.g., Crossan & Berdrow, 2003; 
Vera & Crossan, 2004). 
The bi-polar orientation of RFT and the 
findings of this study are supported by 
previous research. However, this study 
extends such research in that it identifies 
some of the key ways cognitive orientations 
or maps are developed, particularly in how 
they view external organizations and 
environments. Further, this study demon-
strates how cognitive maps specifically relate 
to certain organizational behaviors, rather 
than specific contexts. For instance, 
Khandualla's ( 1977) study discusses an 
entrepreneurial style and a conservative 
style. Similar findings are found in Covin 
and Slevin ( 1989), where hostile and benign 
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environments support different strategic 
postures-entrepreneurial verses conserve-
ative. While these two strategic styles show 
to be more effective in different environ-
ments, the recognition of the orientations or 
maps within a common industry and task 
environment is the key to our study. 
Additionally, our study extends these 
findings to demonstrate that this bi-polar 
orientation is not limited to multi-industry 
studies, but exists in very selective, single 
industries. We also see that the decisions and 
actions that any small business leader takes 
are related to these cognitive biases and may 
serve to hinder appropriate strategic action or 
appropriate levels of organizational learning 
(Vera & Crossan, 2004 ). 
Assuming the health care industry is one of 
high levels of hostility, where risk and stress 
are high and the environment itself is 
compet1t1ve, political, and fraught with 
technological changes, firm success would 
likely side with the entrepreneurial 
orientation and more organic structures 
(Covin & Slevin, 1989). However, many 
firms in this study behave more defensively 
and are more engineering-oriented than 
entrepreneurial. The leaders of these small 
firms may not readily recognize the biases 
present in their perceptions and this 
recognition may be the first step to the 
identification and utilization of alternative 
strategic options for the finn. Thus, 
managerial implications are that 
organizational leaders of smaller firms 
should be aware of their own propensity for 
polar mapping patterns and be receptive to 
alternative viewpoints and strategic actions. 
REFERENCES 
Albert, S. & Whetten, D. ( 1985). 
Organizational identity. In Re-
search in Organizational Behavior 
Eds. LL. Cummings & B. Staw, 
Greenwich, CT: JAI Press, Vol. 7: 
263-295. 
Blair, J.D. & Whitehead, C.J. ( 1988). Too 
many on the seesaw: Stakeholder 
diagnosis and management for 
hospitals. Hospital and Health 
Services Administration, 35( I): 3-
26. 
38 
Vol. 16, No. 1Spring/Summer2005 
Brockner, J., Higgins, E.T. & Low, M.B. 
(2004). Regulatory focus theory and 
the entrepreneurial process. Journal 
of Business Venturing, 19(2): 203-
220. 
Castrogiovanni, G.J. (2002). Organization 
task environments: Have they 
changed fundamentally over time? 
Journal of Management, 28(2): 
129-151. 
Chen, M. & Hambrick, D.C. ( 1995). Speed, 
stealth, and selective attack: How 
small firms differ from large firms 
in competitive behavior. Academy 
of Management Journal, 38(2): 
453-482. 
Covin, J.G. & Slevin, D.P. (1989). Strategic 
management of small firms in 
hostile and benign environments. 
Strategic Management Journal, 
10(1): 75-87. 
Covin, J.G. & Slevin, D.P. (1991). A 
conceptual model of entrepreneur-
ship as firm behavior. Entrepreneu-
rship The01y and Practice, 16(1): 7-
25. 
Crossan, M.M. & Berdrow, I. (2003). 
Organizational learning and stra-
tegic renewal. Strategic Manage-
ment Journal, 24: 1087-1105. 
Daft, R.L. & Weick, K.E. (1984). Toward a 
model of organizations as inter-
pretive systems. Academy of Man-
agement Review, 9: 284-295. 
Dess, G.G. & Beard, D.W. (1984). 
Dimensions of organizational task 
environments. Administrative Sc-
ience Quarterly, 29: 52-73. 
Dutton, J.E., Dukerich, J.M. & Harquail, 
C. V. ( 1994 ). Organizational images 
and member identification. Admin-
istrative Science Quarter~v, 39(2): 
239-263. 
Eisbach, K.D. & Kramer, R.M. ( 1996). 
Members' responses to organiz-
ational identity threats: Encount-
ering and countering the Business 
Week rankings. Administrative 
Science Quarter~1'. 41(3): 442-476. 
Forster, J., Higgins, E.T. & Bianco, A.T. 
(2003). Speed/accuracy decisions in 
task performance: Built-in trade-off 
or separate strategic concerns? 
Organizational Behavior and 
Reproduced with permission of the copyright owner.  Further reproduction prohibited without permission.
Journal o(Small Business Strategy 
Human Decision Processes, 90: 
148-164. 
Freeman, R.E. (1984 ). Strategic manage-
ment: A stakeholder approach. 
Marshfield, MA: Pitman Pub-
lishing. 
Hambrick, D.C. & Mason, P. (1984). Upper 
Echelons: The organization as a 
reflection of its top managers. 
Academy of Management Review, 9: 
193-206. 
Higgins, E.T. (1998). Promotion and 
prevention: Regulatory focus as a 
motivational principle. In: Zanna, 
M.P. (Ed.), Advances in Exper-
imental Social Psychology, 30: 1-
46. Academic Press, New York. 
Jackson, B.G. (2000). A fantasy theme 
analysis of Peter Senge's learning 
organization. Journal of Applied 
Behavioral Science, 36(2): 193-209. 
Kramer, R.M. (1991 ). Intergroup relations 
and organizational dilemmas: The 
role of categorization processes. 
Research in Organizational Be-
havior, 13: 191-227. 
Kmeger, N.F. (2000). The cognitive 
infrastmcture of opportunity emer-
gence. Entrepreneurship Theory 
and Practice, 24(3): 5-23. 
Liberman, N., Idson, L.C., Camacho, C.J. & 
Higgins, E.T. (1999). Promotion 
and prevention choices between 
stability and change. Journal of 
Personality and Social Psychology, 
77(6): 1135-1145. 
Mason, R.O. & Mitroff, I.I. (1981 ). 
Challenging strategic planning 
assumptions. New York: Wiley. 
McCline, R.L., Bhat, S. & Baj, R. (2000). 
Opportunity recognition: An ex-
ploratory investigation of the 
component of the entrepreneurial 
process in the context of the health 
care industry. Entrepreneurship 
Theory and Practice, 25(2): 81-94. 
McGee, J.E. & Shook, C.L. (2000). 
Responding to industry consoled-
ation in fragmented industries: The 
role of capabilities in small firm 
survival. Journal of Small Business 
Strategy, 11(2): 21-32. 
Miles, R.E. & Snow, C.C. ( 1978). 
Organizational strategl'. structure, 
39 
Vol. 16. No. 1Spring/Summer2005 
and process. New York: McGraw-
Hill. 
Miller, D. & Friesen, P.H. (1984). 
Organizations: A quantum view. 
Englewood Cliffs, NJ: Prentice-
Hall. 
Mintzberg, H. ( 1983). Power in and around 
organizations. Englewood Cliffs, 
NJ: Prentice-Hall. 
Pfeffer, J. & Salancik, G.R. (1978). The 
external control of organizations: A 
resource dependence perspective. 
New York: Harper and Row. 
Porter, M.E. ( 1980). Competitive strategy. 
New York: Free Press. 
Russell, R.D. ( 1999). Developing a process 
model of intrapreneurial systems: A 
cogmt1ve mapping approach. 
Entrepreneurship: Theory and 
Practice, 23(3): 65-84. 
Schendel, D.E. & Hofer, C.W. (1979). 
Strategic management: A new view 
of business policy and planning. 
Boston, MA: Little, Brown and 
Company. 
Starbuck, W. & Milliken, F. (1988). Execu-
tives' perceptual filters: What they 
notice and how they make sense. In 
The executive effect: Concepts and 
method~ for studying top managers. 
Ed. D. Hambrick, Greenwich, 
Conn.: JAi Press, 35-65. 
Stubbart, C. ( 1989). Management cognition: 
A m1ssmg link to strategic 
management research. Journal of 
Management Studies, 26: 325-347. 
Sutcliffe, K.M. ( 1994 ). What executives 
notice: Accurate perceptions in top 
management teams. Academy of 
Management Journal, 37(5): 1360-
1378. 
Tan, J.J. & Litschert, R.L. (1994 ). 
Environment-strategy relationship 
and its performance implications: 
An empirical study of the Chinese 
electronics industry. Strategic 
Management Journal, 15: 1-20. 
Trauner, J.B. & Chestnutt, J .S. (1996 ). 
Medical groups m California: 
Managing care under capitation. 
Health Affairs, Spring: 159-170. 
Utterback, J.M. (1994 ). Mastering the 
dynamics ()f innovation: How 
companies can seize opportunities 
Reproduced with permission of the copyright owner.  Further reproduction prohibited without permission.
Journal o(Small Business Strategi1 
in the face of technological change. 
Boston, MA: Harvard Business 
School Press. 
Vera, D. & Crossan, M. (2004). Strategic 
leadership and organizational 
learning. Academy of Management 
Review, 29(2): 222-240. 
Walsh, J.P. & Fahey, L. (1986). The role of 
negotiated belief structures in 
strategy making. Journal of Man-
agement, 12(3): 325-338. 
Weick, K.E. (1995). Sensemaking in 
organizations. Thousand Oaks, CA: 
Sage Publications, Inc. 
Weick, K.E. & Bougon, M.G. (1986). 
Organizations as cognitive maps: 
Charting ways to success and 
failure. In The thinking org-
anization. Eds. H.P. Sims. & D.A. 
Gioia. San Francisco: Jossey-Bass, 
102-135. 
Zahra, S.A. ( 1991 ). Predictors and financial 
outcomes of corporate entre-
preneurship: An exploratory study. 
Journal o.fBusiness Venturing, 6(4): 
259-286. 
G. Tyge Payne is an Assistant Professor of 
Management at the College of Business 
Administration at the University of Texas at 
Arlington. His current research is focused on 
strategic decision-making and cognitive 
processes, competitive dynamics, technology 
and knowledge transfer, and entrepren-
eurship through alliances or M&As. 
Kevin H. Kennedy is an Assistant Professor 
of Management at the College of Business at 
Ohio University. Current research interests 
include cross-border strategy, entrepren-
eurial strategies focused on firm 
differentiation, international entrepreneur-
ship, the acquisition of technology via 
M&As, corporate strategy in highly creative 
industries, and the role that the institutional 
environment plays in corporate strategy. 
John D. Blair is the Snyder Professor in 
Management at the Rawls College of 
Business at Texas Tech University. He is 
also Professor of Health Organization 
Management in the School of Medicine. His 
current research focuses on strategic thinking 
40 
Vol. 16, No. I Spring/Summer 2005 
and entrepreneurial action in the health care 
industry, bioterrorism preparedness, strategic 
management and leadership configurations, 
and the role of paradox in leadership and 
strategy. 
Myron D. Fottler is a Professor and 
Director of Programs in Health Services 
Administration at the University of Central 
Florida. His research interests include all 
aspects of human resources management, 
customer service, stakeholder management, 
strategic management, integrated delivery 
systems, and health care report cards. 
